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A.  intreduoticn

,Yith the reform of the rurrmey, & uev 2rs in velation to Soreign ex-
ohepge bepgen. Chine, ag a ruarber of the Internutlcaal Mapetaery Fund. has
socopted hexr quota and aprointed rer directors,
piability and 200k of fixnd ezxchange raien ezanoi raare In ita creorstions.

This is wuch to her disadvintage.

zut baceuro of eccmomic in-

Now with a regular rate ssitlad, all thzt

15 nooded i the Jund's p’m’eat'r for her o chere in ite dutioe end priv-

{leges.

B. Problem of *he Fxshe:s Rat

. Thr ohief albn of the Mund s to :mintain sirble arciwnge sutee.
a7er, 8 member ration nmey ¢ith th: Fimd's conssnt, sherge
e omxrency, but the Fun® may no: changn the

runcy, unless that nation doncwrn.

he par veiue of
ror vuslue of a rafop's our-

This provielon 1s intendsd to praveat urilateral eotlon end o stats
plainly that repudiation 3o su exscapiioual s
allows ruol 1ibarty to tho Zadfeidusl watiea, ecopscially in the postvar

transition period.

et tae Fund egvsimant

Tul it st be

Thio flexibility is n reai Lvonefit Lo s
rempnbered thet atadbllity of sxchsiga in ati;]. xhe cilaf ain of the Fund.
Tho etabilization of the forefgn valww uf our c¢'nwonsy is still e welighty
rroblem, and an Laporitenc koy ac to wheilep Crina cont got Funé x=apilstmnos.

A how can the

Is the excimige valupr of tho Dew cwaendy coriasctht
exchangs value be revired o it the changing Conddtiour of the Gapostic
“agoncoy?  Hers ars & faw comsiderationg which show the comnlexity of tiw

prroblem:

1. Uhe exchange valua of T pow currealy
vt velus oF 2ol€ Lars. Bsfore trz rafoxy thiers w82 A cartiar relatioask
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=0 renl buring power. Trie must te rewotied 2y € ~oulintle poLicy.

L oo priasipie.
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2, A stady of the drvestic price level ransh not B Yept miert fran that
Cof wages and 13 8%e 004 croxeney. Bitisr pricon oy exchewz S6908 wust ba roviscd

0 oarvest thn dsterloration of China’s gomaabic soquw/: slao Lt ¥
Letior to seorifice excherys statility thaa prdcss. Under the in

ogresnant, houwsver, £ Jgust, rovision o

ALd sson
sermniiceal
< tpe PoxTitr LEMOLVOR WUCL discuseicin.

. 3. 1f a »ig price must be yraid inm imeuplojusnt for a vass-fixing policy,

atabilizaticn ebovlé B2 avolded, Ctherwlee; sate conlrol. DEY DIOONe ReCenIAVT.

h, fThe erexticity of Wit demend ey cnia'n weokinste {and ber gemanl £or

ol werdd aoods) 5o very dirficmlt e forecnst; got b

ha rveleiat forces betvesn aupy Ly
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20 the worlid‘s
el currency reserve. Tus

vi11 2ujuwre ber hrods aosition end noarly Geetowy the exudenge salue of hon swr-
rency. Therefors, ovory nothof ruet be ebplosed to Inpree har position in

smternationel Grade.
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the axohongs sote 1s 4<sfiouit to etnpilizo.

ot ‘ 8 ) The qusstione relisul by Chine's entry iato ide furd aen both
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complex. Lack of care ‘n handling then vill not mew

«_ imilater:). payuorte in foroim trede ora siaoc o dmportaat queatlan,
selated to the tlight of capital. Whrn gueh pogments cowiroy tho trsde boilanee,

. wntghvy sind
heym hor soct neso and

cradit in tho Funé, dui aley have 3 hal effect n poy Cotestis sooacmy. Ihoy

wmet ho hundled cn eound principles wé vith neieatisse ratbod.

C. [Probien of ¥x bongy Control

Tor Cldne at the resent tire, tupzre ghenld bs a moderats santrel of exshruge;

IS B o tecavss?

I ' 1. Dousetis price centrol is intimately yelstuc T3 it.

p. Casting £sildo ineh ~opirol ie not peroly teoubloonme HES
visxy . In doing wway with §t, we must rely o #ull neelstanso $-on the uad

and other bodlier.

aleo vory

3, i initiol tentatlee sxeheage vealus ceinot W Yiewed as the genuluo

. cne.. £ ocatrels are cuddaniy 1ifted, oot aly vl doncatic o
i phakon,; but thers vill L denger of 2 largze-socie fiight of capital.
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